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AUTHOR 

TITLE  MftiwTA/M'dNJCjE;  HPM'^XfrTS 

DATE 
LOANED 

BORROWER'S  NAME 

m 

  CAT.   No.   23-108  - 

INTRODUCTION 


o     THIS   MATERIAL   WAS  PREPARED   AS   AN   INTRODUCTION  FOR 
MARTIN    MARIETTA    TO    THE    THIRD    PARTY  MAINTENANCE 
MARKET. 

o      SOURCES    USED    ARE    MULTIPLE    REPORTS    FROM  INPUT'S 
CUSTOMER  SERVICES  PROGRAM  INCLUDING: 

SERVICE  MARKET  ANALYSIS  &  FORECASTS 
USER  SERVICE  REQUIREMENTS 
SERVICE  VENDOR  PROFILES 

o      ADDITIONALLY,  EXTENSIVE  DATA  WAS  GATHERED  BY  INPUT 
SPECIFICALLY  FOR  MARTIN  MARIETTA  ON  CONTRACT  MAINTE- 
NANCE IN  THE  FEDERAL  SECTOR  FOR  BOTH  ADP  AND  TELE- 
COMMUNICATIONS EQUIPMENT.  EXPENDITURES  IN  THE  FEDERAL 
SECTOR  APPROACHED  $1  BILLION  IN  FISCAL  1985. 

o      THE  CUSTOM  DATA  ON  THE  FEDERAL  SECTOR  COMPRISES  A 
MAJOR  PORTION  OF  THIS  REPORT. 


 INPUT 

-I- 


MAINTENANCE  MARKET  1985 


T0TAL-$13.35  BILLION 


OVERALL  MARKET  -  1 985 


o      $13.95  BILLION  WAS  EXPENDED  BY  CUSTOMERS  IN  THE  UNITED 
STATES  EOR  MAINTENANCE  IN  1985. 

o      OE  THIS  84.7%  OR  $11.82  BILLION  WAS  CAPTURED  BY  VENDORS 
SERVICING  THEIR  OWN  EQUIPMENT. 

o      1%  OR  ABOUT  $140  MILLION  WAS  SPENT  ON  SELF  MAINTENANCE. 

o      AN  ADDITIONAL  4.8%  IS  ESTIMATED  TO  HAVE  BEEN  SPENT  ON 
SPECIAL  PURPOSE  MILITARY  OR  SCIENTIFIC  SYSTEMS,  EITHER 
CLASSIFIED   OR   PROPRIETARY.      THIS  EQUALS   ABOUT  $670 
MILLION. 

o      9.5%  OR  $1.33  BILLION  WAS  EXPENDED  ON  THIRD  PARTY  MAINTE- 
NANCE OR  "TPM." 


INPUT 


Digitized  by  the  Internet  Archive 

in  2015 


https://archive.org/details/maintenancemarke02unse 


TPM  MARKET  1985 


T0TAL=$1 . 33  BILLION 


INPUT 


TPM  MARKET  FORECAST  BY  SECTOR 


$  MILLION 

1990 


SECTOR 

1985 

1990 

AAGR 

SHARE 

INDEPENDENT 

1  ,090 

1  ,9A2 

12% 

65% 

EQUIPMENT  MFG. 

160 

865 

^0% 

29% 

DEPOT  REPAIR 

70 

150 

17% 

5% 

INFO.  SVCS. 

10 

31 

25% 

1% 

1 ,330 

2,988 

18% 

100% 

o      NOTE   THAT  THE   INDEPENDENT  SECTOR  WILL  LOSE  SHARE, 
FALLING  FROM  83%  TO  65%  DURING  THE  FORECAST  PERIOD. 
THIS  IS  DUE  TO  AN  EXPECTED  RETRENCHMENT  BY  SMALL  TPM 
VENDORS.    LARGER  VENDORS  ARE  EXPECTED  TO  GROW  IN  THE 
25-30%  RANGE  DURING  THE  FORECAST  PERIOD. 

o      THE  SECTOR  SHIFT  WILL  BE  LARGELY  DUE  TO  THE  INCURSIONS 
OF  NON-IBM  HARDWARE  MANUFACTURERS.     THE  MFC'S  WILL 
CONTINUE    TO    EMPHASIZE    REPAIRS   OF   PERIPHERALS  AND 
TERMINALS  TO  IMPROVE  ACCOUNT  CONTROL. 


INPUT 
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MARKET  FORECAST  BY  DEVICE 


$  MILLION 


DEVICE 

1985 

1990 

AAGR 

MAINFRAME 

170 

208 

4% 

MINI 

200 

403 

15% 

PERIPHERALS 

250 

399 

10% 

TERMINALS 

140 

378 

22% 

P.C. 

390 

970 

20% 

TELECOMM 

130 

509 

31% 

OTHER 

50 

121 

19% 

$1 ,330 

$2,988 

18% 

FASTEST  GROWING  MARKET  BY  DEVICE  TYPE  IS  TELECOMMUNI- 
CATIONS AT  31%  AND  ABOUT  $.5  BILLION  BY  1990. 

PC   MAINTENANCE   WILL   REACH   ALMOST   $1    BILLION   AT  A 
SLIGHTLY  ABOVE  AVERAGE  GROWTH. 

NOTE   THAT  PC  AND  TELECOMMUNICATION  COMBINED  WILL 
ACCOUNT  FOR  ABOUT  HALF  THE  MARKET  IN  1990  COMPARED  TO 
39%  IN  1985. 

"CLASSIC"     TPM     MARKETS     OF     MAINFRAME,     MINI  AND 
PERIPHERALS   WILL   ALL   HAVE   BELOW-AVERAGE  GROWTH. 
COMBINED  SHARE  WILL  SINK  FROM  47%  TO  34%. 


V 


INPUT 


TPM  VENDOR  SELECTION  CRITERIA  (1985) 


1985  1985  1984 

RANK   ITEM                            IMPORTANCE  RANK 

1  VENDOR  REPUTATION  7.8  3 

2  PRICE  7.2  5 

3  IMPROVED  RESPONSE  TIME  7.2  4 

4  SERVICE  MIXED 

ENVIRONMENT  6.8  '  I 

5  GEOGRAPHIC  PROXIMITY  6.4  2 

6  SOFTWARE  SUPPORT 

AVAILABLE  4.7  6 


o  SCALE  IS  ONE  TO  TEN.  NOTE  THE  CHANGES  IN  RANK  IN  A  SINGLE 
YEAR.  THIS  SUGGESTS  SOME  MARKET  INSTABILITY. 

o  OBSERVE  THAT  AN  "INTANGIBLE"  (VENDOR  REPUTATION)  LEADS 
THE  LIST.  MARKETING  CAPABILITY  IS  IMPORTANT  HERE,  AS  IS 
THE  PERCEPTION  OF  "STAYING  POWER." 

o  PRICE  AND  RESPONSE  TIME  ARE  KEY  CURRENT  FACTORS  AND 
ARE  "UNIVERSAL"  IN  ALL  TYPES  OF  MAINTENANCE  ACTIVITY. 
LOWER  PRICE  IS  A  TRADITIONAL  REASON  FOR  SELECTING  TPM, 
PARTICULARLY  ON  OLDER  EQUIPMENT. 


INPUT 


r 


o     THE  MIXED  VENDOR  RANKING  DROP  RESULTS  FROM  EFFORTS  OF 
HARDWARE   MANUFACTURERS  TO  SUPPORT   MIXED  VENDOR 
ENVIRONMENTS  AND  THE  RECOGNITION  OF  RESPONDENTS  THAT 
IT  IS  REALISTICALLY  A  DIFFICULT  OBJECTIVE  TO  ACHIEVE. 

o      WE  CONCLUDE  THAT  TPM  REQUIREMENTS  ARE  IN  A  PERIOD  OF 
CHANGE     WITH     NEW     EMPHASES     THAT     FAVOR  LARGE, 
ESTABLISHED   FIRMS   ABLE   TO    INVEST   IN   MARKETING  AND 
SUPPORT  SYSTEMS. 
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INPUT  — ^ 


TOP  TPM  VENDORS 


VENDOR 


TRW 
SORBUS 

CONTROL  DATA 


RCA 
GE 


TOP  FIVE  VENDORS 

1985 
REVENUE 


232 
202 
I  10 

86 
68 


SHARE 

17.4% 
15.2% 
8.3% 
6.5% 
5.  1% 


CUME 
SHARE 


32.6% 
40.9% 
47.4% 
52.5% 


o  UNLIKE  MOST  SEGMENTS  OF  THE  INFORMATION  INDUSTRY,  THIRD 
PARTY  MAINTENANCE  EXHIBITS  SUBSTANTIAL  CONCENTRATION 
WITH  THE  TOP  FIVE  FIRMS  CONTROLING  OVER  ONE  HALF  THE 
MARKET. 


o      NOTE  ALSO  THAT  THE  TOP  TWO  VENDORS  CONTROL  ALMOST  1/3 
OF  THE  MARKET. 


o      OBSERVE  THAT  ALL  THESE  FIRMS   ARE  BACKED  BY  LARGE 
COMPANIES  WITH  SUBSTANTIAL  FINANCIAL  RESOURCES. 


o  THE  TOP  100  TPM  VENDORS  CONTROL  AN  ESTIMATED  85%  OF  THE 
MARKET  INDICATING  THAT  95  COMPANIES  SHARE  32.5%  OF  THE 
TOTAL  MARKET. 


INPUT 
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TRW 


1985  REVENUE 


$232  MILLION 


EMPLOYMENT 


3,000 


TECH.  EMP. 


2,660 


LOCATIONS 


216 


85%  ONSITE  SERVICE 


70%  CONTRACT,  30%  T&M 


84-85  GROWTH 


17% 


o  HAS  STRATEGY  OF  OBTAINING  EXCLUSIVE  SERVICE  CONTRACTS 
WITH  MANUFACTURERS,  VARS.  HAS  SUCH  ARRANGEMENTS  WITH 
ALTOS,  CROMEMCO,  FUJITSU,  HAZELTINE,  REXON,  TELEVIDEO, 
OTHERS. 

o      NINE  YEARS  IN  BUSINESS,  TRW  HAS  MADE  NUMEROUS  ACQUI- 
SITIONS OF  SMALL,  OFTEN  SPECIALIZED,   TPM  COMPANIES. 
ACQUIRED  IBM  -  SPECIALIST  FIRM   IN  EARLY    1986  (CIRCLE 
COMPUTER  SERVICES)  WHICH  SERVES  IBM  LESSORS. 


V 
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TRW  (cont'd) 

o      ORGANIZED  BY  DEVICE  TYPE: 

MEDICAL  ELECTRONICS 

POS  EQUIPMENT 

MAINFRAMES 

MINIS 

PC'S 

OFFICE  SYSTEMS 

o      CLAIMS  FEDERAL  GOVERNMENT,  FORTUNE  500  AND  BANKING  AS 
TARGET  INDUSTRIES. 


-I  I- 


INPUT 


SORBUS 


1985  REVENUE 


$202  MILLION 


EMPLOYMENT 


1,800 


TECH.  EMP. 


1,540 


LOCATIONS 


170 


80%  ONSITE  SERVICE 


95%  CONTRACT,  5%  T&M 


84-85  GROWTH 


19% 


o      TARGETS  POPULATION  DENSITY  AND  CONCENTRATES  ON  IBM 
MARKET.  ATTEMPTS  TO  MAINTAIN  MODEST  PRICE  DIFFERENTIAL 
(CHEAPER)     BUT    BELIEVES     SERVICE    QUALITY     IS  MORE 
IMPORTANT. 

o     FOURTEEN  YEARS   IN  BUSINESS,  BELL   ATLANTIC  PURCHASED 
SORBUS  FROM  MAI  IN  1984  FOR  $175  MILLION.    B.A.  PLANS  TO 
EXTEND    SORBUS    CAPABILITY    INTO  TELECOMMUNICATION 
MAINTENANCE. 


INPUT 


r 


SORBUS  (cont'd) 

o      HAS     SOME     MFG     -    EXCLUSIVE    CONTRACTS  INCLUDING 
MAGNUSON,  FOUR-PHASE.     NON-EXCLUSIVE  REPAIR  OF  PC'S 
-    INCLUDES  APPLE,  COMPAQ,  IBM,  TANDY,  OTHERS. 

o      DOES  NOT  TARGET  INDUSTRIES. 

o      HAS  MADE  TWO  ACQUISITIONS  IN  LAST  YEAR  IN  DEC  AND  IBM 
AREAS. 


V 
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INPUT 


r 


CDC 


1985  REVENUE 


$1  10  MILLION 


EMPLOYMENT 


NA 


TECH.  EMP. 


2,200  (NOT  TPM  DEDICATED) 


LOCATIONS 


50  (TPM) 


98%  ONSITE  SERVICE 


90%  CONTRACT,  10%  T&M 


84-85  GROWTH 


10% 


o  TARGETS  IBM  AND  DEC  PRODUCT  MARKETS,  DOES  NOT  TARGET 
PARTICULAR  INDUSTRIES.  PRICES  12%  LOWER  THAN  DEC,  10% 
LOWER  THAN  IBM. 

o      REORGANIZED  IN  1985  TO  BE  A  PART  OF  CDCS  MAINTENANCE 
DIVISION.    ACQUIRED  TWO  FIRMS  IN  1984  SPECIALIZING  IN  DEC 
EQUIPMENT.       IBM    SERVICE    BASED    ON    "COMMA"  GROUP 
ACQUIRED  IN  1973. 

o  DOES  NOT  HAVE  MFC  -  EXCLUSIVE  CONTRACTS.  SEEKS  LARGE 
PC  INSTALLATIONS,  WILL  SWAP  GEAR  RATHER  THAN  FIX  ONSITE. 


INPUT 


r 


RCA 


1985  REVENUE 


$86  MILLION 


EMPLOYMENT 


700 


TECH.  EMP. 


525 


LOCATIONS 


200 


75%  ONSITE 


95%  CONTRACT  5%  T&M 


8^-85  GROWTH 


27% 


o  CLAIMS  TO  SERVICE  OVER  50  MFC'S  DEVICES  BUT  NO  APPARENT 
MAINFRAME  OR  MAJOR  MINI  ACTIVITY.  DOES  NOT  TARGET 
INDUSTRIES.  SOME  EMPHASIS  ON  COMMUNICATIONS  MAINTE- 
NANCE FOR  EQUATORIAL,  SIEMENS  AND  UNGERMANN-BASS. 

o  ONE  OF  THREE  GROUPS,  "DATA  SERVICES"  SHARES  CENTRAL 
MANAGEMENT  WITH  CONSUMER  AND  FEDERAL  GROUPS. 

o      EXCLUSIVE    APPLE    ON-SITE    MAINTENANCE  ARRANGEMENT 
DISCONTINUED  IN  1985. 


V 


INPUT 
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1985  REVENUE  =  $68  MILLION 

EMPLOYMENT  =  576 

TECH.  EMP.  =  440 

LOCATIONS  =65 
90%  ONSITE 

75%  CONTRACT,  25%  T&M 

84-85  GROWTH  =  19% 


o      TARGETS     MANUFACTURING     INDUSTRY     AND  NATIONAL 
ACCOUNTS.     SEGMENTS  BUSINESS  BY  COMPUTER   AND  DATA 
COMMUNICATION    EQUIPMENT,    INSTRUMENTS    SERVICE,  PBX 
SERVICE.  ALSO  RENTS  AND  LEASES. 

o  TWENTY-ONE  YEARS  IN  BUSINESS  BUT  HAS  HAD  NUMEROUS 
FOCUS  CHANGES.  CLAIMS  TO  SERVICE  MAINFRAMES,  MINIS, 
MICROS,  PERIPHERALS  (45  VENDORS)  AND  TELECOMMUNICATION 
GEAR. 

o  DOES  NOT  EMPHASIZE  EXCLUSIVE  MANUFACTURER  ARRANGE- 
MENTS. 


INPUT 


COMPANY  COMMENTS 


o      OTHER    THAN    THE    TWO    MARKET    LEADERS,  MATERIAL 
CHALLENGES  EXIST  IN  THE  NEXT  THREE  FIRMS. 

o      CONTROL  DATA  TPM  IS  IN  SOUND  CONDITION  BUT  THE  PARENT'S 
PERILS  CANNOT  HELP  BUT  REFLECT  ON  IT.  OCCASIONAL 
RUMORS   OF    SALE   HAVE   SURFACED  FROM  TIME-TO-TIME. 
'    COMPANY  EXPECTS  FASTER  GROWTH  IN  FUTURE  DUE  TO  DEC 
EMPHASIS    AND    NEW    SOFTWARE    SERVICES    CURRENTLY  IN 
TESTING. 

o      GE  AND  RCA  UNITS  MAY  BE  MERGED  IN  1987.    IF  SO,  A  NEW 
MAJOR  FIRM  COULD  EMERGE  LONG-TERM.  PROBABLE  EMPHASIS 
WILL    BE    TELECOMMUNICATIONS    MAINTENANCE    BUT  THE 
PRACTICAL  DIFFICULTIES  OF  MERGING  UNITS  SHOULD  NOT  BE 
OVERLOOKED. 


V 
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INPUT 


r 


COMMERCIAL  TPM  SUMMARY 

o  THE  OVERALL  MARKET  IS  GROWING  AT  AN  ADEQUATE  RATE  AND 
IS  EXPECTED  TO  CONTINUE  GROWING  WELL  INTO  THE  FUTURE 
AT  AN  18%  AVERAGE  RATE. 

o      THE  MARKET  IS  DOMINATED  BY  A  FEW  COMPETITORS  WHO  ARE 
WELL-FINANCED.     THESE  FIRMS  ARE  LIKELY  TO  EXPERIENCE 
ABOVE-AVERAGE  GROWTH  IN  THE  FUTURE.    AT  LEAST  IN  PART, 
THIS  WILL  BE   DUE   TO  CONTINUING  ACQUISITIONS-RELATED 
ACTIONS. 

o      USER  NEEDS  ARE  EXPERIENCING  CHANGE.    THIS  CHANGE  WILL 
FAVOR    LARGE    PLAYERS    WHO     CAN    FUND  MARKETING 
PROGRAMS. 


-18- 


INPUT 


SUMMARY  (cont'd) 


o      DESPITE  THESE  CHANGES  FUNDAMENTALS  WILL  REMAIN: 

TPM  SERVICES  WILL  TEND  TO  BE  PRICED  LOWER  THAN 
MANUFACTURER  MAINTENANCE. 

TPM    WILL    STILL    EMPHASIZE    OLDER  EQUIPMENT 
MAINTENANCE. 

DESPITE  THE  PRICE  PRESSURE,  TPM  VENDORS  WILL  BE 
EXPECTED  TO  PROVIDE  SERVICE  LEVELS  AT  LEAST  AS 
GOOD  AS  MANUFACTURERS. 

"SINGLE  SOURCE"  MAINTENANCE  WILL  REMAIN  IMPORTANT. 

o      MARKET     CONDITIONS     COULD    BEST    BE     DESCRIBED  AS 
"DEMANDING."  ON  THE  OTHER  HAND,  THIS  HAS  NEVER  BEEN  AN 
"EASY"  BUSINESS. 


V 


INPUT  — ^ 


FEDERAL  MARKET 


o      THE  FEDERAL  MARKET  FOR  MAINTENANCE  SERVICES  OF  ADP 
AND    COMMUNICATIONS    EQUIPMENT    IS    COVERED    IN  THE 
BALANCE  OF  THIS  PRESENTATION. 

o  AT  ABOUT  $1  BILLION  IN  1985,  IT  IS  A  SUBSET  OF  THE  TOTAL 
MAINTENANCE  MARKET  OF  ALMOST  $  1 4  BILLION. 

o  THE  DATA  PRESENTED  HERE  WERE  GATHERED  FROM  FEDERAL 
CONTRACT  DATA  AS  COMPILED  BY  THE  DEPARTMENTS  AND 
AGENCIES  REPORTED.  CLASSIFIED  SYSTEMS  ARE  NOT  INCLUDED 
AND  THE  PRIMARY  THRUST  IS  "COMMERCIAL"  ADP  AND  TELE- 
COMMUNICATIONS MAINTENANCE. 


V 
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INPUT 


ADP  &  COMMUNICATIONS 
HISTORICAL  MAINT.  EXPENDITURES 


FY's  1  98?  .  1083 , 138  4   &   19 8S 


inooooo 


800000 


600000 


dOOOOO  . 


200000 


Q 


675570 


778680 


919248 


1982 


19  8  3 


1984 


198 


Note:   $  amounts  ace  in  thousands  ($000). 


INPUT 
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APP  &  COMMUNICATIONS  MAINTENANCE  EXPENDITURES 

o       IN      THE      FEDERAL  .  SECTOR     CONTRACT  MAINTENANCE 

EXPENDITURES  APPROACHED  $1  BILLION  IN  FY  1985,  UP  FROM 
$625.5  MILLION  IN  1982. 

o  WHILE  THE  FOUR  DATA  POINTS  ARE  INSUFFICIENT  FOR  A 
STATISTICALLY  BASED  FORECAST,  WE  NOTE  THAT  1982-1985 
GROWTH  AVERAGED  16.6%  PER  YEAR  COMPOUND. 

o  THE  YEAR-TO-YEAR  GROWTH  RATES  HAVE  DECELLERATED 
DURING  THIS  PERIOD.  1983  GROWTH  OVER  1982  WAS  2^.5%,  '84 
OVER  '83  WAS  18.1%  AN  -85  OVER  '84  WAS  7.8%.  WHILE  A 
CAUTIONARY  SIGNAL  IF  RAPID  GROWTH  IS  DESIRABLE  FOR  ENTRY, 
THE  OVERALL  SIZE  OF  THE  MARKET  AND  CERTAIN  SEGMENT 
FACTORS  MAY  REDUCE  THE  IMPORTANCE  OF  THIS  APPARENTLY 
SLOWING  GROWTH. 

o       AS  WILL  BE  SEEN,  THE  ADP  MAINTENANCE  AND  COMMUNICATIONS 
MAINTENANCE  SEGMENTS  HAVE  DISCRETE  CHARACTERISTICS. 
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r 


HISTORICAL  ADP  MAINT .  EXPENDITURES 


FY's  82,83,84  &  85 


500000 


400000 


300000 


200000  .... 


100000 


235338 


235538 


312416 


1382 


1383 


1384 


1385 


Note:    $  amounts  ace  thousands  ($000) 


INPUT 
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ADP  MAINTENANCE  EXPENDITURES 

o       IN  FY   1985  FEDERAL  SECTOR  ADP  MAINTENANCE  CONTRACT 
EXPENDITURES    FOR    HARDWARE,    SOFTWARE    AND  SUPPLIES 
REACHED  $437.5  MILLION. 

o       THIS  WAS  EQUIVALENT  TO  AN  AVERAGE  ANNUAL  COMPOUND 
GROWTH  OF  14.0%  FROM  THE  1982  BASE. 

o  NOTE  HOWEVER  THAT  1985  EXPENDITURES  LEAPT  40%  OVER  1984 
LEVELS  AND  THAT  THE  PRIOR  YEARS  WERE  ESSENTIALLY  FLAT. 
88%  OF  THE  TOTAL  REVENUE  INCREASE  OCCURRED  IN  1985. 

o       OF  THE  $125.1   MILLION  •84-'85  GROWTH,  A  CONTRACT  BETWEEN 
THE  ARMY  AND  EDS  ACCOUNTED  FOR  $51.6   MILLION  OF  THE 
INCREASE    OR   41.2%    OF    TOTAL   GROWTH.      THIS  CONTRACT 
ACCOUNTED  FOR  11.8%  OF  ALL  MAINTENANCE  EXPENDITURES  IN 
1985,  A  VERY  LARGE  SHARE. 

o  INPUT  BELIEVES  THAT  THIS  ARMY  EXPENDITURE  IS  THE 
MAINTENANCE  PORTION  OF  "VIABLE,"  THE  ARMY  LOGISTICS 
SYSTEM,  A  $900  MILLION  EDS  FACILITIES  MANAGEMENT  CONTRACT. 


INPUT 
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HISTORICAL  COMM.    MAINT .  EXPENDITURES 


FY's  8  2,83,84   fl  85 


1  0  0  n  0  0  0 


800000 


600000 


400000 


200000 


n8  2 


1  '3  8  3 


n84 


Note;    $  amouriLs  arc   thousorids  ($000) 


INPUT 
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COMMUNICATIONS  MAINTENANCE  EXPENDITURES 


o       COMMUNICATIONS   MAINTENANCE   EXPENDITURES   WERE  $535.6 
MILLION  IN  1985  IN  THE  FEDERAL  SECTOR,  DOWN  8.8%  FROM  $606.8 
MILLION,  A  DECREASE  OF  $71.2  MILLION. 

o       FY  1982  TO  1985  AVERAGE  ANNUAL  GROWTH  IS  A  STRONG  18.8% 
PER  YEAR.  IT  SHOULD  BE  OBSERVED  THAT  1982-1983  GROWTH  WAS 
PARTICULARLY  STRONG   WITH  A  46.4%   INCREASE.     THIS  WAS 
FOLLOWED  BY  A  25.6%  INCREASE  IN  1984  OVER  1983. 

THE  MAJORITY  OF  THE  DROP  -  $41  MILLION  OR  58%  -  WAS  A  RESULT  OF 
A  DECREMENT  IN  AIR  FORCE  EXPENDITURES.      TWO   MAJOR  1984 
CONTRACTS  EXPERIENCED   MASSIVE  REDUCTIONS.     IN   1984  SIERRA 
RESEARCH  RECEIVED  $35.6  MILLION  UNDER  CONTRACT.    IN  1985  THIS 
WAS  $18.7   MILLION  LOWER  AT  $16.9  MILLION.     IN  1984  RAYTHEON 
RECEIVED  $30  MILLION  UNDER  A  SPECIFIC  CONTRACT.    THE  AMOUNT 
RECEIVED  IN  1985    WAS  ZERO.    THE  COMBINED  REDUCTIONS  IN  THESE 
TWO  CONTRACTS  OF  $48.7  MILLION  WAS  OFFSET  BY  OTHER  GROWTH  IN 
A.F.  EXPENDITURES  TO  "NET"  TO  THE  $41  MILLION  DROP. 
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COMMENT 


THE  LARGE  SWINGS  IN  AGENCY  EXPENDITURES  UNDER  BOTH  ADP 
AND  COMMUNICATIONS  MAINTENANCE  CONTRACTS  POINTS  OUT 
CERTAIN  LIMITS  IN  THE  USE  OF  AGGREGATE  DATA  OF  THIS  TYPE  IN 
THE  FEDERAL  SECTOR.  THE  DISPOSITION  OF  A  SINGLE  CONTRACT 
CAN  MATERIALLY  INFLUENCE  SEGMENT  GROWTH.  PRESUMABLY, 
MARTIN  MARIETTA  IS  ACCUSTOMED  TO  DEALING  WITH  RISKS  OF 
THIS  TYPE. 

IT   IS   ALSO   WORTH   NOTING   THAT   THERE   ARE   MANY  MUCH 
SMALLER     (LESS     THAN     $1     MILLION/YEAR)  MAINTENANCE 
CONTRACTS  WHICH  WOULD  APPEAR  TO  REDUCE  RISK.    THE  ISSUE 
OF  RISK  MANAGEMENT  AND  PREFERRED  RISK  PROFILE  SHOULD,  IN 
INPUT'S   OPINION,   BE    SUBJECT    TO   FULL   CONSIDERATION  BY 
MARTIN  MARIETTA  AS  AN  INTEGRAL  PART  OF  ANY  DECISION  TO 
PARTICIPATE    IN    THE    MAINTENANCE    MARKET,    EITHER  COM- 
MUNICATIONS OR  ADP. 
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ADP  MAINTENANCE  SHARES 


F-'Y  BY    "  IVi::  PART  MEN  T 

IN  PERCENT  Ci) 


TOTAL--  $437,^j05,nn0   IN  FY  85 
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ADP  MAINTENANCE  SHARES,  FY  1 985 

o       THE  DEPARTMENT  OF  DEFENSE  ACCOUNTS  FOR  73.7%  OF  ALL 
CONTRACT  ADP  MAINTENANCE  IN  1985  OR  $322.4  MILLION.  THE 
DOO  SHARE  OF  THE  TOTAL  IN  1982  WAS  60.4%,  INDICATING  FASTER 
THAN  AVERAGE  GROWTH  FOR  DOD  EXPENDITURES. 

o  DOD  EXPENDITURES  INCREASED  AT  AN  AVERAGE  RATE  OF  23.1% 
PER  YEAR  1982-1985  COMPARED  TO  -  3.7%  (NEGATIVE)  GROWTH 
FOR  NON-DOD  EXPENDITURES. 

o       FROM   AN   OVERALL  VIEW   THIS   MAKES   DOD  THE   PRIME  ADP 
MAINTENANCE  MARKET.  NOT  ONLY  IS  IT  THE  LARGEST  CONSUMER 
OF  THESE  SERVICES,  IT  IS  EXHIBITING  EXCELLENT  GROWTH. 

o  ARMY  HAS  THE  LARGEST  SHARE  AT  26.6%  OF  TOTAL  OR  ABOUT 
$1  16  MILLION. 

o  TIED  FOR  SECOND  PLACE  IS  THE  AIRFORCE  AND  THE  OFFICE  OF 
THE  SECRETARY  OF  DEFENSE  WITH  $73-7A  MILLION  EACH. 

o       NAVY  ACCOUNT  FOR  13.3%  OR  ABOUT  $58  MILLION. 

o  THE  LARGEST  NON-DEFENSE  USER  OF  ADP  MAINTENANCE  IN  1985 
IS  THE  SOCIAL  SECURITY  ADMINISTRATION  WITH  6.9%  OR  ABOUT 
$30  MILLION. 


INPUT 


r 


NASA  IS  SLIGHTLY  MORE  THAN  HALF  AS  LARGE  AS  SSA  WITH  ^%  OR 
$17.5  MILLION. 

IN  SEVENTH  PLACE  IS  THE  IRS  WITH  $13.5  MILLION  OR  3.1%  OF  THE 
TOTAL. 

ALL  OTHER  UNITS  ACCOUNT  FOR  10.3%  OR  $45  MILLION. 


INPUT 
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COMM.    MAINTENANCE  SHARES 
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INPUT 


r 


COMMUNICATIONS  MAINTENANCE  SHARES 

o  IN  COMMUNICATIONS  DOD  IS  PRESENT  TO  THE  EXCLUSION  OF 
ALMOST  ALL  OTHER  FEDERAL  GOVERNMENTAL  UNITS.  WITH  A 
97.1%  FY  1985  SHARE  AT  DOD  OR  $538  MILLION,  ONLY  2.9%  OR  $15- 
16  MILLION  IN  NON-MILITARY. 

o        ABOUT   371    MILLION   IN   CONTRACT   COMMUNICATIONS  MAINTE- 
NANCE WAS  EXPENDED  BY  THE  NAVY  IN  FY  1985  OR  ABOUT 
TIMES  THE  AMOUNT  SPENT  ON  ADP  MAINTENANCE. 

o       TEXAS  INSTRUMENTS  AT  $^2  MILLION,  MAGNAVOX  AT  $38  MILLION, 
IBM  AT  $37  MILLION,  ROCKWELL  AT  $2^  MILLION,  GRUMMAN  & 
AT&T  TECHNOLOGIES  AT  $17  MILLION  EACH  ARE  AMONG  THE  KEY 
CONTRACTS  FOR  COMMUNICATIONS   MAINTENANCE  WITH  THE 
NAVY  IN  FY  1985.  i]l  < 

o  THE  AIR  FORCE  ACCOUNTS  FOR  21.4%  OF  COMMUNICATIONS 
MAINTENANCE  IN  FY  85.  EXPENDITURES  OR  $1  19  MILLION.  SIERRA 
RESEARCH  AT  $17  MILLION,  RCA  AT  $15  MILLION,  GOODYEAR  AT 
$1  I  MILLION  AND  NORTHROP  AND  LORAL  AT  $6  MILLION  IN  FY  85 
ARE  MAJOR  CONTRACTORS.  AT&T  AND  IBM  ARE  BOTH  NOTABLE 
IN  THEIR  ABSENCE. 
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o  THE  ARMY  AT  $48  MILLION  EXPENDITURE  (8.7%)  IS  IN  THIRD  PLACE. 
ONE  CONTRACTOR  -  GTE  GOVERNMENT  SYSTEMS  -  ACCOUNTS  FOR 
42.3%  OF  TOTAL  COMMUNICATIONS  MAINTENANCE  EXPENDITURES 
OR  $20.3  MILLION.  OTHER  CURRENT  CONTRACTS  ARE  NUMEROUS 
AND  SMALL. 


INPUT 


ADP  MAINTENANCE  DEPARTMENTAL  EXPENDITURE  GROWTH 


DEPARTMENT 

82/85  AAGR 

1985  $000 
EXPENDITURES 

ALL 

14.0% 

$  437,505 

DOD  OVERALL 

23. 1% 

332,937 

ARMY 

37.6% 

1  16,249 

AIR  FORCE 

IM 

74,178 

SEC.  DEP. 

37.4% 

73,330 

NAVY 

17.7% 

58,250 

SSA 

49.3% 

30,044 

NASA 

7.0% 

17,424 

IRS 

(37.7) 

13,360 

THIS  DATA  SHOWS 

THE  AVERAGE 

ANNUAL  GROWTH  FOR 

ADP  CONTRACT  MAINTENANCE  USERS.  OBSERVE  THE  WIDE  SPREAD 
OF  GROWTH  RATES  RANGING  FROM  A  POSITIVE  49.3%  AT  SSA  1982- 
85  TO  A  NEGATIVE  37.7%/YR  AT  IRS. 

THE  ARMY  EXHIBITS  A  POWERFUL  GROWTH  RATE  OF  37.6%/YR 
COMPOUND  TO  116  MILLION.  NET  OF  PROJECT  VIABLE'S  1985 
CONTRIBUTION  THIS  RATE  DROPS  TO  13.1%. 
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o  THE  AIR  FORCE  EXHIBITS  ONLY  MODERATE  GROWTH  OF  1  M%  YEAR 
WHILE  THE  OFFICE  OF  SEC.  DEF.  AT  ABOUT  THE  SAME  EXPENDI- 
TURE HAS  AVERAGED  37.4%  YR.  OF  THE  1984-1985  GROWTH,  92.7% 
WAS  CONTRIBUTED  BY  AN  IBM  CONTRACT  OF  $27.7  MILLION,  AGAIN 
ILLUSTRATING  THE  IMPACT  OF  INDIVIDUAL  CONTRACTS  ON  THIS 
MARKET  SEGMENT. 

o       SSA'S  IMPRESSIVE  GROWTH  WAS  ACCOUNTED  FOR  1985  BY  AN  $11 
'     MILLION  CONTRACT  WITH  VION  WHICH  ACCOUNTED  FOR  52.6%  OF 
1984-1985  GROWTH  AND  49.1%  OF  ALL  GROWTH  SINCE  1982. 

o  IN  THIS  DATA  THERE  IS  A  STRONG  TENDENCY  TO  GROW  IN  LARGE 
INCREMENTS  RESULTING  FROM  EITHER  A  SINGLE  CONTRACT  OR 
TWO.  GROWTH  IN  THE  ADP  SEGMENT,  WHILE  VERY  SUBSTANTIAL, 
IS  ALSO  VERY  "CHUNKY."  THIS  GIVES  THE  APPEARANCE  OF  A 
"WINNER-TAKE-ALL"  MARKET.  GIVEN  MARTIN  MARIETTA'S 
BUSINESS  PROFILE,  THIS  IS  BY  NO  MEANS  A  NEGATIVE. 
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COMMUNICATIONS  MAINTENANCE  DEPARTMENTAL 
EXPENDITLIRE  GROWTH 


1 985  $000 

DEPARTMENT  82/85  AAGR  EXPENDITURES 


ALL  18.8%  $  553,572 

DOD  OVERALL  19.6%  537, 9IA 

NAVY  23.0%  371,118 

AIR  FORCE  10.7%  118,661 

ARMY  21.3%  47,910 

o       THIS  EXHIBIT  SETS  FORTH  THE  AVERAGE  ANNUAL  GROWTH  FOR 
MAJOR  COMMUNICATIONS  CONTRACT   MAINTENANCE  USERS. 
GROWTH  RATES  RANGE  FROM  10.7%  TO  23.0%,  A  MUCH  NARROWER 
RANGE  THAN  FOR  ADP  USERS. 

o       THE  OVERALL   COMMUNICATIONS  DOD  GROWTH  RATE   IS  19.6% 
COMPARED  TO  23.1%  FOR  ADP. 
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THE  ABSENCE  OF  ANY  MAJOR  EXPENDITURE  BY  THE  SEC.  DEP.  IS  A 
MATERIAL  FACTOR  IN  THE  DIFFERENT  RATES-  IN  ADP  THESE 
ACCOUNTED  FOR  22%  OF  TOTAL  DOD  MAINTENANCE  EXPENDI- 
TURE IN  1985  AND  WERE  GROWING  VERY  RAPIDLY  AT  37.A%/YR 
AVERAGE.  WITHOUT  SEC.  DEF.  EXPENDITURES  IN  ADP  GROWTH 
RATES  WOULD  BE  COMPARABLE  BETWEEN  THE  TWO  TYPES  OF 
CONTRACTS  WITHIN  DOD. 

GIVEN  THE  MUCH  LARGER  BASE  AND  HIGHER  FY  '85  EXPENDI- 
TURES, THIS  WOULD  SUGGEST  THAT  COMMUNICATIONS  MAINTE- 
NANCE WOULD  BE  A  MORE  ATTRACTIVE  SECTOR  THAN  ADP. 

NAVY  GROWTH  IS  DECELLERATING.  '83  INCREASE  OVER  '82  WAS 
38.5%,  22.6%  IN  '8^  AND  9.6%  IN  '85  OVER  '84.  THIS  WAS  ACCOUNTED 
FOR  IN  1985  BY  MAJOR  REDUCTIONS  AT  ITT  (-$16. 3M)  HUGHES 
(-I2.6A/1)  AND  CDC  (-$5.1  M).  WITHOUT  THESE  DROPS  GROWTH  WOULD 
HAVE  BEEN  ABOUT  THE  SAME  IN  1985  AS  I  98A. 

THE  AIR  FORCE  COMMUNICATIONS  MAINTENANCE  EXPENDITURES 
DROPPED  25.8%  IN  1985  OVER  1984  FROM  $160  MILLION  TO  $118.6 
MILLION.  45%  OF  THE  REDUCTION  ($18.6  MILLION)  WAS  DUE  TO  A 
SIERRA  RESEARCH  CONTRACT. 
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ARMY  EXPENDITURES,  WHILE  UP  AN  AVERAGE  OF  21.3%/YR  1982- 
85,  EXPERIENCED  A  MAJOR  DROP  IN  I98A-85  FROM  $97.0  MILLION 
TO  $A7.9  MILLION,  A  REDUCTION  OF  50.6%.  GTE  GOVERNMENT 
SYSTEMS  EXPERIENCED  A  $50.9  MILLION  REDUCTION,  ACCOUNTING 
FOR  SLIGHTLY  MORE  THAN  THE  TOTAL  DROP.  OTHER  ARMY 
CONTRACTS  ARE  SMALL,  (3EGINNING  IN  THE  LOW  SINGLE-DIGIT 
MILLIONS  AND  PROCEEDING  DOWN.  THE  GTE  CONTRACT  STILL 
ACCOUNTED  FOR  ^2.3%  OF  ARMY  EXPENDITURES  IN  1985  OR  $20.3 
MILLION. 


THE    NON-DEFENSE    EXPENDITURES    OF    $15.7    MILLION  FOR 
COMMUNICATIONS  MAINTENANCE,  SINCE  SMALL,  HAVE  NOT  BEEN 
SUBJECTED  TO  ANALYSIS. 


NOTE:        THIS    DATA    DEALS    WITH    MAINTENANCE    FOR    ADP  & 

COMMUNICATIONS  DEFINED  BY  CONTRACT  ACTIVITY  CODE. 
IT  IS  BELIEVED  TO  BE  ACCURATE  SAVE  FOR  CODING  ERRORS 
AT  THE  AGENCY  LEVEL  WHICH  ARE  NOT  THOUGHT  TO  BE 
MATERIAL.  IT  IS  NOT  POSSIBLE  HOWEVER  TO  DETERMINE 
WHETHER  THE  MAINTENANCE  EXPENDITURES  ARE  A 
COMPONENT  OF  LARGER  CONTRACTS  FOR  OTHER  GOODS/ 
SERVICES  OR  ARE  COMPETED  INDEPENDENTLY. 
ACCORDINGLY,  A  GOODLY  (BUT  NON-SPECIFIABLE)  PORTION 
OF  THE  EXPENDITURES  ARE  "CAPTIVE"  TO  OTHER  PRODUCTS 
OR  SERVICES. 


INPUT 
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SUMMARY 


o  BOTH  FEDERAL  AND  COMMERCIAL  MAINTENANCE  SECTORS  ARE 
GROWING  AT  RATES  IN  THE  MID  TO  HIGH  TEENS. 

o      IN  THE  FEDERAL  SECTOR  THE  BEHAVIOR  OF  THE  ADP  AND 
COMMUNICATION    MARKETS    IS    DISTINCTLY    DIFFERENT  IN 
GROWTH  PATTERN.     NEITHER  SHOWS  CONTINUOUS  YEAR-BY- 
YEAR  "TEXT  BOOK"  GROWTH. 

o      FEDERAL    ACTIVITY    IS   PRIMARILY   DOD-RELATED    IN  BOTH 
SECTORS  AND  PRONOUNCEDLY  SO  IN  COMMUNICATIONS. 

o  A  VERY  MATERIAL  QUESTION  IS  THE  "AVAILABILITY"  OF  THESE 
FEDERAL  MAINTENANCE  EXPENDITURES.  IF  FEDERAL  MAINTE- 
NANCE FOLLOWED  COMMERCIAL  PRACTICE  THEN  ABOUT  $100 
MILLION  IN  FEDERAL  EXPENDITURES  WOULD  FLOW  TO  TPM'S. 
INPUT  RECOMMENDS  THAT  AVAILABILITY  AS  "TPM,"  SUB- 
CONTRACT AND  OTHER  MEANS  BE  INVESTIGATED  AS  A  PART  OF 
ANY  MARTIN  MARIETTA  PLANNING  ACTIVITY  IN  THE  MAINTE- 
NANCE ARENA. 
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INPUT 


SUMMARY  (cont'd) 


o  QUESTIONS  OF  GEOGRAPHIC  COVERAGE,  MTTR  REQUIREMENTS 
AND  RELATED  ASPECTS  SHOULD  ALSO  BE  INVESTIGATED.  INPUT 
SUSPECTS  THAT  THERE  MAY  BE  MUCH  WIDER  REQUIREMENTS 
VARIATIONS  IN  THE  FEDERAL  SECTOR  THAN  COMMERCIAL. 

o      THE   AGE   AND   SPECIAL   NATURE   OF   MANY   FEDERAL  ADP 
INSTALLATIONS  MAY  ALSO  PROVIDE  SPECIAL  OPPORTUNITIES. 
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